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Seasonal Rise
Ahead for
Wheat Prices

.S. wheat production, spurred by
favorable weather in the central
Plains states, is rebounding in

U

1997 to the highest level in 5 years. U.S.

exports in 1997/98 are expected up,
although growth will be slow, with early-
season competition from foreign
exporters.

Total U.S. wheat production is forecast
2.43 billion bushels, up 7 percent from
1996 and 8 percent above the first fore-
cast in May. With larger beginning stock
and steady year-over-year imports, the

U.S. wheat supply in the 1997/98 June-
May marketing year is forecast to rise 8
percent, marking the first increase in 4

years.

Under the weight of larger supplies and
lackluster early-season demand, futures
prices for wheat sank to 3-year lows thi
summer after temporarily spiking in Apr
following a freeze in the Southern Plain
and Kansas. Cash wheat prices in Kans
City dropped $1.08 per bushel during th
last 3 weeks of June as harvested area
expanded and growing conditions im-
proved in the central Plains. In addition,
USDA's June 3(Acreagereport

confirmed what the market suspected—
that farmers had planted more spring
wheat than first anticipated.

domestic and global—is expected to su
port U.S. wheat prices as the season pr
gresses. Domestic food use continues t
march steadily upward, while expanding
global imports and reduced competition
are expected to push up U.S. exports by
percent.

Unlike last season when prices peaked

farmers are expected to follow a more
normal seasonal pattern in 1997/98, hit-
ting seasonal lows from June through
September as large old-crop supplies in
Canada and Australia provide stiff expo
competition during the U.S. harvest.

Last year (1996/97), U.S. winter wheat
production problems and strong export
sales supported wheat prices early in th
crop year. Prices tumbled through early
fall as production prospects improved fir
for U.S. winter wheat and then for sprin
wheat in both the U.S. and Canada. Pri
remained under pressure during the res
the season as wheat production rose to
record levels in the major Southern

Hemisphere wheat exporting countries.

early, monthly-average prices received tyf

Prices are likely to climb gradually
through the rest of this season, reflecting
both the cost of storing grain and an
expected slowdown in foreign competi-

However, re|ative|y strong demand_bonhtion in the second half of 1997/98. Sprlng

h-wheat area intentions are down in Canada,

oarea planted is expected to decline in

h Argentina, and reduced production is
forecast in Australia.

Bomestic feed and residual use are pro-
jected to decline this season as expected
larger corn supplies will likely weigh on
corn prices this summer, making wheat
nfeeding less attractive. Ending stocks are
forecast to hit 650 million bushels, the
highest since 1990/91.

The average price received by farmers for

t wheat in 1997/98 is forecast between
$3.10 and $3.70 per bushel, down from
$4.35 in 1996/97 and $4.55 in 1995/96.
This would be the largest year-over-year
drop since the $1.11-per-bushel decline in

21990/91 when bumper yields followed a
1989 drought in the Southern Plains.

St

y Output Rebounds

cds) the Southern Plains

t of

Weather conditions have been extremely

favorable during thevinter wheatgrow-

ing season, with the exception of a mid-

April freeze that hit portions of Texas,

Seasonal Wheat Prices in 1996/97 Peaked Early

Economic Research Service, USDA
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Oklahomaand KansasThe freez cur
tailed wha mary obsevers thought
would be etraodinaiily large ciops. Billion bu. $/bu.
Although may fields sustained consider
able damage, especial}y where thee was
no snav cover for protection,weaher
after the feez was nedy ideal for the
whea plants to ecover. Consequenyl
average Yyields and haested agas ag
expected to be higher than lagtay in
eadt of the feez-damaed stées,which
together accountar almost thee-quaters
of projected Had RedWinter (HRV)
whea production in 1997.

U.S. Wheat Prices to Fall as Supply Builds

4 5

The rvival in this years crop is testime

ny to the esilience of the Wea plant.

Based on conditions as aily 1, 1997,

the US. winter whea yield is forecast & l

a recod 42.8 lushels per aeyup 3.5

bushels fom the dine 1 brecastand up 1990/91 92/93 94/95 96/97

5.6 hushels fom last yar

Season-average farm price for all wheat. June-May marketing year. 1997/98 forecast.

. . . Economic Research Service, USDA
Production pospects contined to im-

prove thiough Mg and ding especialy
in Kansas and Oklahomwajth yield fore-
casts based ouly 1 conditions up 10
bushels and 7ushels per aerrespee
tively, from the first forecasts made in

are forecast to in@ase this gar as a spling whed price pemium in 1997/98 as
higher popottion of the cop is bid avay | winter whea output agances vhile

from domesticded luyers. SRV produc | spiing whed output dekines.

tion nomally accountsdr ebout 18 per

May. Total HRW output is brecast & cent of the US. whed crop, and is used | Based onuly 1,1997 conditionsthe
1,062 million lushelsup a pbust 18 primarily for cales,cookies,and pasies. spring whed crop is brecast to ddine
percent fom the My forecast and up 39 19 pecent to 650 million bshelsdespite
percent fom last yars dought-aflicted | White Winter (WW) whed production is | higherthan-epected harested aga.
crop. HRV is used in a wideariety of forecast 6264 million ushelsdown 10 | Geneally dry weéher in the Nathem

products patticulady bread and nomally | percent flom 1996 due to planting qio- Plains since mid-Maresulted in belw-
accountsdr about 40 petent of the total | lems in both the &ific Northwest and average Yyield pospectsThe frst surey-
U.S. whed crop. Michigan. Last &ll, heary rains in the based drecast indictes an werage yield
Pacific Northwest sloved plantingwhile | of 30.4 lushels per aerfor “other spng”

The winter vhea havest has lgged late field crop hawests in Midigan limit- | whed (i.e., excluding duum), down neaf

behind the eerage pace in both the ed winter vhed seedings. ly 5 bushels fom 1996 and the Voest
Southen and Nothem Plains due to et since 1989.

wedher. Yields hae reportedly been WW hawvested aga is brecast don 6

highly variable, reflecting po&ets of percent,and yields ¥ expected dan The sping whed crop is not &pected to
freez damae, but geneally appear from last yars high leels inWashing- | dedine to the &tent obserers expected

above average. However, protein content | ton, Oregon, and Idahowhich together ealtier in the seasomccording to the
is reportedly belov nomal, so pice pre- account 6r ebout 90 pecent of WW pro- | June 30Acreage repott, farmers planted

miums br higher potein sping whea duction.WW whea, typically used ér 22.4 million aces of sping whed
are fising. noodlescakes,and ceeal,nomally (including duum), up from the Mach
accountsdr ebout 11 pecent of the forecast of 21 millionArea had been
Soft RedWinter (SRV) whea production U.S. crop. expec_ted to _dnp bak to the 1995 leel
is forecast 8455 million hushels in 1997, after inceasing shaply in 1996 due to
up 33 million fom last ar Higher aer- | From December 1996 to Mal997 fam | Stong sping whed prices. Havever,
age yields ae expected to dbet lover prices br winter whed broke from their | another spng price unup—this year due
hawvested acrage. Crop piospects hae histoiical patem and pse &ove sping mostly to the' mid-/April freez in the
been &cellent in Ohio and lllinoisiwo of | Whed prices as supplies of winterhga | Southen Plains and Kansas-ppaenty
the leading S®/ produces. Incidences of tightened eldive to Had Red Sping provided amers suficient incentve to
sca and other diseasesaeportedly suppliesThis fam price relaionship is | increase plantingsbave their Mach

much lower than last gar SRV exports | expected toetum to the moe nomal intentions.
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Delayed sping planting in the Ndhem
Plains,where a lage potion of the US.
spling whed crop is gown, contibuted to
April-May price fluctudions. Chilly tem
pemtures,along with etremely wet field
conditions bllowing sping stoms and
snavmelt, especialy in the Red Rier
Valley, slowed sping whea planting in
the region. By May 11,famers had plant
ed ony 33 pecent of the spng whed
crop, compaed with the 5-gar aerage of
56 pecent. But ly eaty June planting
progress pulled een with the 5-gar aer-
age as dy conditions pesisted aarss the
region beginning in mid-May.

Yield Growth Prospects
Improving?

Yield growth is a cucial factor in futue
U.S. whed suppliesA noticedle slow-
down in gowth of overall U.S. yields—
some would call it a stall—has occred
in the last 15 gais. Weak pices con
tributed to aihancial squeez for mary
wheda famers duing the 198Gs. This, in
turn, led to lover fettilizer expenditues
and contibuted to lakluster yield gowth.

Because m&et pices hae been mch
stronger in recent yais and pospects ér
contirued maket stength ae expected as
world demand emains vibant, average
yields ma be poised toasume gowth.
Although weaher poblems pevented a
rise in yields in 1995 and 199¢ash
expenditues br fettilizer on vwhed
ground hae incleased ina@cent yas.

In 1997,the US. winter whed yield is
forecast ta recod 42.8 lushels per aer
suipassing the 1983%cod of 41.8
bushelsWhed prices,while dovn
shaply from last yar’s highs,are forecast
to remain &éove the leels of the edy
19905 thiough the tum of the centuy.
Favorable retums would be &pected to
encouege increased édttilizer usewhich
could boost yields in the cominggs.
DennisA. Shields (202) 219-0768 and
James NBames (202) 219-0711
dshields@econgagov
jbarnes@econggov

Washington (dan 613,000 a@&s).

CRP: A Potential Supply Factor

The Conseration Reseve Pogram (CRP) rerts a potentiayl significant efect on
land availability for wheda plantings About 9 million aces of land cuently in the
CRP has a opping histoy of whed. On October 11997,CRP contacts will
expire on &out 21.4 million aas (flom all clops). Havever, about 11.7 million
of these a@s were acceted br nev contiacts duing the 15th CRP sign-up in
May, along with &out 4.4 million aces of nev land

In addition, a sign-up is plannedf this fll in which produces can erwll land for
the 1998 aop year Small amounts of aeege can also be @eéd to the ppgram on
an on@ing basis under ce&in piovisions—eg., installdion of filter stips.As a
result,total CRP aaage is expected to ddme by seseral million lessthan the
5.3-million difference esulting fom the 15th sign-up. Consequegntl.S. whea
production is not xpected to be substantialdltered in the net few yeass.

Exduding the aditional enoliments &pected to occur in thial’s sign-upJand
under CRP conact in the top 10 hea staes (based on hagsted aga) would
dedine just 3 million aces this &ll. These sties accountedf nealy 80 pecent
of U.S. havested vined aceage duing the last 5 gars. Total CRP aa@age in the
top five whed stdes will be essentialluncdhanged d@ 11.3 million aces,with
gains in Noth Dalota and South Daka ofsetting eductions in Kansas/ontana,
and Oklahoma. E#cof the emaining top 10 stas will lose CRP &a,especialy
Texas (devn 1.02 million aces),Minnesota (davn 770,000 a@s),and

Another 740,000 aes of brmer CRP a@age would become \ailable for plant-
ing in the six net-highest vined producing stges,which accountdr another 10
percent of whed production. If the ente net CRP déine of 3.74 million aces
(excluding fall sign-up aaes) is planted to ked (an extreme assumption) and
average yields ly stae prevail, additional U.S. whed production wuld total dout
150 million tushelsor 7 pecent of 1996 output.

U.S. Whea Exports
To Rise in 1997/98

U.S. whea exports ae expected to gow
modesty in 1997/98up 6 pecent,while
world trade is &pected to gpand ly 3
percent. Unlile in 1996/971J.S. exports
will face inceased competition dgrin
the year easing in the kéer pat of the
year

In the summer of 199 anadaAustralia,
and to somexentArgentina,are maket
ing larger old-cop supplies in competi
tion with U.S. new-crop winter whed.
Transpotation and laistical poblems
this past wintereduced Canada’'exports
in 1996/97 leaving a lage pat of the
1996 lumper cop to mee laer than

usual,stretching into the ne crop year
However, as the 1997/98 seasorogres-
ses,U.S. exports will likely face educed
competition as mduction is gpected
down in all the major ®porting countres.
Increased Us. whed supplies and loer
prices ae epected to maintain the pace
of U.S. exports after the summer

Combined poduction in 1997/98the
major foreign whea exporters—Canada,
the Eubpean Union (EU)Austrlia, and
Argentina—is pojected to dop by 13
million tons or 8 perent.Whed prices
have dedined, especialf compaed with
oilseedsand whed area is epected to
dedine in Canada andrgentina.
Australia mg maintain vhed area bl-
lowing a \ety successful gar in 1996/97,
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but recod yields ae unlikely to be eped-
ed, leaving production pospects dan 5
million tons.

In the EU whed area is up because the
set-aside @a was educed fom 10 per
cent to 5 parent,and gowing conditions
in Northem Euiope hae been gneally
favorable. However, yields ae davn from
last years recod levels,and brecast EU
production is davn maginally.

While the major éreign exporters ae
expected to educe vined production in
1997/98 the st of the wrld is expected
to boost poduction ly 13 million tons,
offsetting the ddme. Production is bre-
cast up shatly in China,Easten Euiope
and the Nevly Independent Stes (NIS—
the former Swiet Union mirus the Baltic
staes),mainly becausedvorable growing
conditions ae expected to boost yields in
these agas. Havever, other egions hae
had poblems. Dought stuck North
Africa, devastding production pospects
in Morocco,Algeria, andTunisia. Un-
favorable weaher in the Midile East is
expected to educe vined production in
Iran and laqg.

For the major impders, production
prospects dectly afect demandNorth
Africa and the Midle East will tun to
world makets to maintain wed con
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sumption,boosting impardemand On
the other handarge whed production in
China,NIS, and Eastaer Euiope will limit
imports to some ent while increasing
stoks and consumption.

World whed consumption isdrecast
down fractionaly in 1997/98 mostly
because ofeduced ked feed useespe
cially in the US,, Canadaand South
Korea.Whed feeding is often thessult
of quality poblems stemming tm
wedherrelaed damge to cops,usually
occuring & hawvest (br example as
occured in Canada in 1996/97hen lde
crop development delged the harest and
exposed the Wwed to an edy snawvfall).
It is too ealy to quantify sub quality
problems.

Reduced wrld whea consumption and
increased bginning sto&s moe than of-
set the slight deine in global poduction,
and whea ending stoks ae piojected up
almost 10 pearent in 1997/98with much
of the stok& buildup in the US. and
China.While prospects dr increased
world whed ending stoks contibute to
lower piice piospects in 1997/98he
global sto&s-to-use atio remains &irly
tight a& 21 pecent,limiting price dedines
in the US. and vorld makets.

EdAllen (202) 219-0831
ewallen@econ.g.gov

August Releases—USDA’s
Agricultural Statistics Board

The following reports are issued
electronically at 3 p.m. (ET) unless
otherwise indicated.

August

1 Cheddar Cheese Prices
Egg Products

Crop Progress (after 4 pm)
Dairy Products

5 Poultry Slaughter

6 Broiler Hatchery

8 Cheddar Cheese Prices

1

2

S

Crop Progress (after 4 pm)
Cotton Ginnings (8:30 am)
Crop Production (8:30 am)
13 Broiler Hatchery
Turkey Hatchery
14 Milk Production
15 Cattle on Feed
Farm Labor
Cheddar Cheese Prices
Mushrooms
18 Crop Progress (after 4 pm)
20 Cranberries
Broiler Hatchery
Cold Storage
22 Catfish Processing
Cheddar Cheese Prices
Chickens & Eggs
Livestock Slaughter
25 Crop Progress (after 4 pm)
26 Turkeys
27 Broiler Hatchery
Peanut Stocks & Processing
29 Agricultural Prices
Cheddar Cheese Prices
Rice Stocks (8:30 am)



